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I. Introducdon

On May 8, 1997, the Federal Communications Commission (UFCC" or
"Commission'') released its Report and Order implementing the provisions of
Section 254 ofthe 1996 Telecommunications Act ("Federal Act"). As part ofits
Report and Order, the FCC comprehensively addressed the universal service
provisions relating to schools, libraries and health care providers. In implementing
these provisions ofthe Federal Act, the FCC adopted the Federal-State Ioint
Board's recommendations which included a graduated discount matrix for eligible
services provided to K-12 schools and libraries and a $400 million program aimed
at ensuring the availability of infonnation age services to both urban and rural
health care providers. These provisions of the May 8, 1997 Report and Order are
ofparticular importance to Pennsylvania which according to the U.S. Census has
the nation I s largest rural population with 31.1 percent of its 11.8 million people
living in rural areas in 1990.

Overall. the Pennsylvania Public Utility Commission ("PaPUC'') strongly
supports the Commission's and Federal-State Ioint Board's policies and programs
covering the provision ofadvanced services to K-12 schools, libraries and health
care institutions. The PaPUC is concerned, however, with the definition of"rural"
adopted by the FCC in its Report and Order and the adverse impact which results
when actual application of the definition to Pennsylvania counties occurs. The
definition results in misclassification ofnine counties as urban, notwithstanding
their strong "rural" character and nature under all other available standards and
measurement tools.
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were 1D1der-inclusive in some instances, this would be reflected first and foremost
in Pennsylvania. Because of the hardship and inequity likely to result in this case
to these nine counties given their clearly "rural" affiliation, the PaPUC, pursuant
to Section 1.3 of the Commission's roles. seeks a waiver of 47 C.F,R. Sections
54.5 and 54.505{b)(3) to permit schools, libraries and health care providers in the
nine Pennsylvania counties identified below to qualify for the benefits which they
would otherwise be entided to under the Federal Act. There is no doubt that I

grant oftbis Waiver Petition would meet all of the relevant standards as discussed
below and that it would be in the public interest.

IL Discussion

A.. De fCC's Definition of "Rural" Would Result in Nine Rural
Counties in PegnlYlvania Being Improperly Classified As Urban.

The principal focus of the federal program, particularly with respect to rural
health care providers, is to provide for pricing parity for advanced communications
services for all health care providers, regardless of whether the provider is located
in an urban or rural area. Section 2S4(h) of the Federal Act provides:

TELECOMMUNICATIONS SERVICES FOR CERTAIN
PROVIDERS.-

(1) IN GENERAL.-·
(A) HEALTH CARE PROVIDERS FOR RURAL

AREAS.--A telecommunications carrier shall, upon receiving a bODa
fide request, provide telecommunications services which are
necessary for the provision ofhealth care services in a State,
including instruction relating to such services, to any public or
nonprofit health care provider that serves persons who reside in rural
areas in that State at rates that are reasonably comparable to rates
charged for similar services in urban areas in that State. A
telecommunications carrier providing service under this paragraph
shall be entitled to have an amount equal to the difference. if any,
between the rates for services provided to health care providers for
rural areas in a State and the rates for similar services provided to
other customers in comparable rural areas in that State treated as a
service obligation as a pan of its obligation to participate in the
mechanisms to preserve and advance universal service.

In its May 8, 1997 Report and Order, the FCC adopted a defmition of
"mral area" to mean a nomnetropolitan county or county equivalent, as defmed by
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OMB and identifiable from the most recent Metropolitan Statistical Area (MSA)
released by OMB or any census tract or block numbered area, or contiguous group
of such tracts or areas, within an MSA-listed metropolitan county identified in the
most recent Goldsmith Modification published by the Office of Rural Health
PolicylHcalth and Human Services (ORHPIHHS). The FCC adopted the
ORHPIHHS methodology because counties are units of identification more easily
used and ammmstered than the other method of defining rural areas, the Bureau of
the Census' density-based definition ofroraJ. and urban areas. I

However, as discussed in more detail in the attached Interim Report
Concerning the Definition of Rural Areas Prepared by the Pennsylvania Universal
Telephone Service Task Force's Subcommittees on Rural Health Care and Schools
and Libraries adopted July 14, 1997, the definition contained in the FCC rules,
when applied to Pennsylvania, will have an adverse impact upon the following
nine lUl'al counties in Pennsylvania: (1) Butler, (2) Carbon, (3) Columbia, (4)
Payette, (5) Lebanon, (6) Peny, (7) Pike, (8) Somerset, and (9) WyoDtins. Each of
these cOlDlties would be classified as "urban" the standard adopted by the FCC.
Yet, under most available standards, it is eleu that the nine counties are
predominantly rural in nature. As noted in the attached Interim Report, according
to the rural experts' consensus opinion, the nine counties share more in common
with their non-metropolitan cOWlterparts than with the other metropolitan counties,
and have a I'W'I1 rather than urban character. It is particularly significant, as the
attached Interim Report points out, that the nine counties when compared to the
other 24 metropolitan counties classified as urban under the FCC's definition
have:

(1) A significantly lower primary care physician to population ratio;

(2) A significantly higher proportion ofresidents living within
designated areas of medical waderservice;

(3) Significantly fewer hospitals and hospital beds;

(4) A significantly lower health care provider to population ratio for
all types of providers;

(5) A significantly lower per capita income;

(6) A significantly higher population growth rate;

I The FCC adopted the same deftDition of run! areas for purposes of administerin.lhe scbools Ind
libraries d.iscount program. Thus, this issue raltes to boc.h the rumI health care program and Lhe schools
and libraries program.
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(7) Lower per capita federal transfer payments.

Interim Report at p. 3,

Moreover) under the "urbanization" standard recommended for use by the
·Pennsylvania Task Force, these nine counties would also qualify as "rural- mas.
See Interim Report at p. 4

Consequently, the PaPUC concurs with the Subcommittee's conclusion that
the MSA me1rolnon-metro clusmcation with the Goldsmith Modification does not
sufficiently ameliorate the concern of accurate classification of rural counties for
Pennsylvania. The result for the nine Pennsylvania counties identified above
underscores the Federal-State Joint Board finding that application of the Cederal
definition of"rural arean would be under-inclusive in some instances.
Accordingly, a waiver is justified in this instance) as discussed in more detail
below, to ensure that hardship and inequity will not result.

B. Waiver in This Instance i. Justified Giveo tbUlardsbip and
Inequity That l!-ldk!Jy to Qccur to Ou.lifted Providers Loqt!CliD..Nme Bunl
eOUlldes in Pennsylvania, and Would Have an a Mlnimalliscallmplct UpO,D
~Bealth Care Program.

Under Section 1.3 of the Commission's rules, the Commission may exercise
its discretion to waive a rule where there is "good cause" to do so. A waiver is
appropriate if"special ciI'eumstances warrant a deviation from the general rule and
such deviation win serve the public interest. Northea.ft Cellular Telephone Co. v.
FCC, 897 F.2d 1164, 1166 (D.C. Cir. 1990). Examples of special circumstances
justifying waiver include hardship imposed by the rule's enforcement, equity, or
more effective implementation ofoverall policy on an individual basis. WAlT
RJ:zdJo v. FCC. 418 F.2d 1153, Ilj9 (D.C. Cir. 1969), cert denied, 409 U.S. 1027
(1972). The FCC has also stated that a decision to grant a waiver must be based
on articulated, reasonable standards that are predictable. workable, and not
susceptible to disc.riminatory application. NorthWt!.'iI Cellula' at 1166.

The PaPUC submits that good c.ause exists in this case to grant the instant
waiver with respect to the nine counties identified above. As described in the
attached Interim Report, special c.ircumstances exist in this case which wmant a
deviation from the general rule and such deviation will serve the public interest It
is clear from the attached Interim Repo~ that the nine c.ounties which would fall
under the urban classification under the FCC's definition actually have much more
in common with their rural counterparts than urban communities in Pennsylvania.
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The Federal-State Joint Board itself recognized that the OMS MSA method
is, by itself, under-inclusive of many rural areas and therefore does not meet the
standards set by the Commission in the NPRM. It went on to state that the
Goldsmith Modification, by identifying by census tract or block more densely­
populated areas in large, otherwise rural counties only somewhat ameliorated this
problem. It is not smprising that this problem would sUlface immediately in
Pennsylvania given its large rural population base.

Unless the Waiver Petition is granted, hardship and inequity will result to
the nine Pennsylvania counties identified herein since they will not rec:eivc the
benefits of the federal discount program like other rural areas in the United States.
Additionally, as indicated in the attached Interim Report, the fiscal impact on the
Federal Health Care Program of including the nine additional counties within the
definition ofroral will be minimal. See Interim Petition at pps. 4-S.

Finally, the PaPUC submits that reasonable. predictable standards exist that
are not susceptible to discriminatory application to grant the waiver in this
instance. In addition to the Pennsylvania rural experts' consensus opinion that
when examined using existing measurement criteria, all nine co1D1ties share more
in coimnon with their non-metropolitan counterparts than the other metropolitan
counties, these cOlmties clearly are runl in nature if the Subcommittee's
recommendation to use "urbanization" as the primary means of defining urban
areas is utilized. See Interim Report at p. 4.
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m. CODSlusioll

The PaPUC respectfully requests that the CommissioD grant this Petition
for Waiver of the definition of"rural area" contained in 47 C.F.R. Sections 54.5
and 54,SOS(bX3) with respect to the nine counties in Pennsylvania identified
herein. The PaPUC submits that grant of the instant Waiver Petition would be in
the public interest and that it meets all of the other standards applicable to waiver
of a Commission rule.

Frank B. Wilmarth
Deputy Chief Counsel

John F. Povilaitis
Chief Counsel

Counsel for the Pennsylvania Public
Utility Commission
P.O. Box 3265
Harrisburg. PA t710S-326S

Dated: July 17, 1997.
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Interim Report Conceminl The Definitioa orRunt Areas
Prepared by tile Subcommittees on Rural Beslth Care and Schools and Libraries

PellDsylvania Univenal Tdephone Service Tuk Force
Adopted July 14, 19"

1"lrYHblctioll tUUl BdVf1llfld
In order to impJemcat universal telephone service for health care provident the Federal
CommunicatioD5 Commission \FCC") adopted a $400 million program comprised of three
componentl: (1) aD public and non-profit health care providers that are located in NrU areas and
meet the statutory eUgibility criteria may obtain universal service support for telecommunications
services up to Uld includinS a bandwidth of 1.544 Mbps by obtaining a price for service that is
companbJe to the price char-Sed to urban health care providers; (2) rural health care providers may
obtain a reduction to tho distance charges incurred, compared to the distance charges incurred by
urban health care providers; and (3) all health clre providers-both urban and rural-may obtain
support tor toU-fi'ee access to an Internet service provider.

The principal aim of the federal program. is focused on health care providers located in rural areas.
The FCC idopted a ddUition of Nra1 area to mean & nonmetropolitan county or county equivalent,
u defined by OMB and identifiable from the most recent Metropolitan Statistical Area. ("MSAj
released by OMB or any amsus tract or block numbered area, or coDtiguous group ofsuch tracts or
areas. within 1ft MSA·!isted mmopoJitan county identified in the most rec:ent Goldsmith Modification
pub1isbed by the OtBce ofRural Health PolicylHealth and Human Services rORHPIHHS"). There
are two maiD methcds ofdefinin& Nral and urban areas. according to tbe FCC: the Bureau ofCensus
designation of rural and urban areas based on density. and metropolitan and nonmetropolitan areas
bued CD the iatcgration ofcounties with big cities. The FCC accepted the ORHPIHHS methodoloi)'
beealso counties are units ofideatiflcation more ea.5lly used and administered than the Bureau ofthe
Census' density-based. definition of rural and urban areas. The Goldsmith Modification identifies
small town aad opell-<OUntJy parts oflarge metropolitan counties by census tract or block-numbered
area. a. defined by the Bureau ofthe Census.

Pencsylvania is home to 3.7 million residents that live in rural areas according to the definition of ronl
used by the Bureau oftbe Census-the most in the nation. Althoush typically not thought u a state
with • Jarp rural constituency. the statistics reveal just the opposite. Consequently. the definitioft
of rural area is ofgreat importanco to out state, so that we can be assured that the benefits of the
unMrsaI semce programs ue made available to a.s many rural entities as possible. It should be noted
that the FCC adopted the same deSnition ofrural areas for purposes ofadministerina the schools and
libraries discount prognm. Thus. this issue relates to both the rural health care program and. the
schools md libnrles program.

Under the FCCs approach. metropolitan counties are considered urban and non-metropolitan
counties are considered rural. The Census Bureau detines a metropolitan area as one or more
COntiauOUI counties surrounding. central city of-So.aoo or more. Outlying. contiguous counties are
included in a metrOpoUtan area based on their population density. growth nte, eommuting patterns,
and other Cactors. All counties not identified as part of a metropolitan area are considered non­
metropolitan.



The Subcommittee on Rural Health Care was assigned the responsibility of analyzins the FCC's
definitioa ofrural areas to detennine whether the definition wu consistent with the COQUDoawealth"s
needs aDd objectives. The advice ornumerous~ on rural issues was solicited: the Pennsylvania
Rural DeYe10pment Council (a sitting member. on the PUC's Tuk Force); tho Center for Rural
PennsyMDia; the Pennsylvania Office ofRural Health; the Commonwealth's Department ofHealth,
the Hospital and Health Systems ofPennsylvania; the American Association ofR.etired Persons.
These rural specialists comprehensively analyzed the FCC"s definitioa and coneluded that it did not
meet its intended objectives. An alternative method of dassiiYing rural areas is proposed in order to
assure that an of'Pennsylvania's rural health care facilities may be eligible to benefit trom the federal
universal SClViec program.

Application of'the FCC's definition to Pennsylvania's 67 counties results in the exclusion ofnine
counties wbich are typically considered to be ruraJ. This Interim Report sets forth a comprehensive
explanation otthe Task Force's concern that the FCC'. definition of'rural areas is too nanow to
adequately meets our state's concerns. Accordingly. the rule Force recommends that the PUC
pedtton the FCC fbr waiver or reconsideration ofiU rural definition so u to classify the nine affected
counties as NtIl. This relielwould apply not only for purposes ofthe rural health care program; also
it would apply to the schools and libraries discount program.

It sboulcl be noted that these rural specialists considered several otber logical and defensible methods
for defining rural areas, all ofwhich classified more than nine additional counties as NJ'Il. Instead,
the group analyzing this issue chose to focus on the nine counties which are the most demonstrably
rural in character.

WIIieh "i"e etHIlltia tl1'e lit wile?
Under the FCC's definition, 31 counties are classified as metropolitan, and therefore, urban; and the
rcmainiJIg 36 counties art classified u non-metropolitan., and therefore, rural. Under the alternative
method sUDested f'or Pennsylvania, there would be an additional nine counties classified u non-­
urbamzed. and therefore, rural.

The nine counties at issue are; (1) ButJer~ (2) Carbon; (3) Columbia; (4) Fayette; (') Lebanon; (6)
Pony; (7) Pike; (8) Somerset; and (9) Wyoming. Each at these counties is classified u urban areas
under the FCC's de!nition. Yet, according to the rural experts' consensus opinion, these nine
counties share more in common with their non-metropolitan counterparts than with the other
metropotitu counties, and have a rural rather than urban character.

RDdoflflle!or atmifyi", tIN A.dditiDflalNinc Cou"tia as RurtJl
In Pennsylvania, several of'the counties which are classified as metropolitan share more in common
with their non-metropolitan counterparts than with the other metropolitan counties. That is, many
ofPennsylvania's metropolitan counties have a rural rather than an urban character. This is true not
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only of the distribution ofhea1th care providers and the telecommunications infrastructure within
these counties but oftheir general culture and population composition.

The nine counties when compared to the other 24 metropolitan counties classified as urban under the
FCC's definition have. for example:

~ A sipi1icantly lower primary care physician to population ratio;
.. A significantly higher proportion of residents livins within designated areas of medical

Uftderservi";
.. Sipificantly fewer hospitals and hospital beds;
.. A sipificantly lower health care provider to population ratio Cor all types ofproviderJ;
.. A significantly lower per capita income;
.. A significantly higher population growth Tate~

.. Lower per capita federal transfer payments.

In detenninina to use the metro/non-metro MSA classification system Cor ditferentiating between
urban aDd rural areas, the FCC reUed on the Joint Board's recommendation repnfing this subject
The 10int Board "expressly acknowledged that the comments of the Office of Rural Health
PolicylHalth IDd Human Services which stated that DO method for defining "rural1'l is perfect; each
method bu de&cienc:ies or problems. The Goldsmith modmcation wu accepted by the Joint Board
(and later by the FCC) as the means for classifYing 15 rurallarse, nominally metropolitan counties
partlcultl1'ly in w,stern stat,s which contain significant rural areas that are isolated and lack easy
physbl aa:ess to the centra1 areas ofmetropolitan counties for health care services. The Goldsmith
modification, however, only classifies a portion of one additional county in our state-Lycoming
County- u rural when it would otherwUe be dassified as urban. The 10int Board's radoaale for
acceptinl the metro/non-metro MSA approach with the Goldsmith Modification is instmetive in
setting forth inherent limitations on the &ctUTacy ofthis methodology;

For the task ofdetermining the size and boundaries of the NflI areas
in I stat, we believe it is appropriate to use I method that seeks to
include u many otthe truly rural areas as possible. We agree with
OHRPIHHS that no cunently-used method ofdesianating mral areas
is perfect. We c:onclu~ however, that the OMB MSA method is, by
use!( UDder-inclusive ofmany n.nl areas and therefore does not meet
the standards set by the Commission in the NPRM. The Goldsmith
Modification., by identifYing by census tract or block more densely­
populated areas in ll11e, otherwise rural counties somNhat
aJrIe!ioratls this problem. nus method meets the U ease of
adminiltration" critaiotl u well. Lists of MSA counties and
Goldsmith-identified census blocks and tracts already exist, updated
to 1995. Through the use ofthese lists, any health care provider can
easily determine lit is located in a rural area and therefore whether it
meets that test ofeligibility for support.
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Universal SemCl Joint Ba:rnlRecommendedDecision, '694 (Navemhftr 9, 1996) (emphasis added).
The FCC accepted this recommendation of the Joint Board. Universal Service Report and Order,
'649.

It is clear the MSA metro/non·mctro classification with the Goldsmith. Modification does not
sufficiently ameUol'1.te tbe concern of accurate classification ofrural counties for our state.

The additional analyais which led the Pennsylvania rural speeialists to identi~ these nine additional
countieI u runl wu based on a statistical review ofthc counties u well U III exunination ofwhat
characteristics appropriately measure urban and rural areas. The reeommendation is to consider
urbanization u the primary means ofdefining urban areas:

A county is consit:!e,.,d urban if50 fHrcent or more ojitspopulation
1Uiduwithin an wbaniudarea. In addition, Q1I)' central county oj
a metropolitan area iJ also considered urban. All counties not
difined as urban by this definition are consitkred 1'UfQI.

The Census Bureau defines an. urbanized area as the central city of a metropolitan area and all
contiguous areas which have a population density of 1,000 more persons per square mile or are highly
connected to the area by vehicular roads. In a few instances, the central county (the county in which
the metroPolitan city is located) is less than 50 percent urbanized. In these counties the stron$ urban
and local presence ofthe metropolitan center results in a county with an urban rather than a runl
chanctcr. The concept of"wbanized" is more highly consistent with urban culture and more closely
corresponds to the service infrastructure which characterizes urban areas.

These nine additional counties should be classified u rural, either on the wis of I waiver of the
FCC's definition to allow for this outcome, or alternatively via the FCC's reconsideration of the
measure ofnnlIurban to encompass the additional urbanization criterion set fonh above. Because
we are not timiliar with the circumstances of other states, we do not advocate that the rural/urban
definition be modified for p.1I'pOses ofthe entire federal program. I( however, the FCC believes such
an approach is preferable to a waiver, we would have DO objection to such an outcome.

Jf'1uIt is tM/&cfll imp.ct 011 tile FetlDal Health Cart! PrDgrtUII O/illCIlltlillg 'M lIillt! additiJJlIM
CDII1Itia witlWl tU tkft"itloll Df11UGll
For the rural health care program. the fiscal impact is estimated to be less than 2/10 of I% ofthe
overall cost of $400 million tor the federal program. A "'priceout" of this recommendation wu
undertaken to determine whether it was financially feasible. Recognizing that concerns over fiscal
management led the FCC to impose a $400 million cap on the rural health care program. the Task
Force was very concerned that endorsement ofthis recommendation could not be even considered
unless a "fiscal impaet'l analysis was conducted and presented to the FCC. The Task Force is
confident that its reconunendation can easily be accommodated within the existing parameters of the
$400 miffion cap.
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The Subcommittee on Rural Health Care identified the components of the federal program which
would be financially impacted by this recommendation: the rate averaging provision which provides
for rural health care prcMders to receive a rate that is comparable in price. including an allotment of
mileage charges, to the price charged to urban health care providers for commercially available
telecommunications service up to a 1.544 Mbps (T-1) capacity. Note that the toll free Internet access
provision hu no financial implications for this proposal since all eligtble health care providers, both
urblll and rural, are able to receive such benefit.

The following methodololY was employed to calculate the fiscal impact ofthi! proposal.

1. AD dill-Die bcallh cue prmdc:rs in the nine COWltiCS were identified from various public SCIIU'Ca:
o Rural health clinic,. community health centen. and migrant health cenlett were obtained from

CO",..II"iry R,a/M C,m,,, tmdOl~ F,tkroJIy AjJ1lJa,.dC/I"ictll Si'~1 in P,,,ruylvalfill, Schwuu.
Mike(April, 1997). Uaivenity PvIc; PcnnsylYlDia Office olRural HaIth. The source list izM:1udes en
8J'IIlt=s UDder the PHS Act. members of the PennsylvWa Forum for Prinwy Care mel all Medicn
eeniWpRWidln.

o }Ibo,.pic6lhoIpiw.wen obtained from the PennsylvUlia Deplrtmenl atHcalth. Note thll there are DO
coumy or mUDicipal bealth depll'tment3 in tbcsc CCNDDcs.

o Post«eonduy cd1ational iDstitutiODl were obtaiDcd from 1ft mtemet search. A1isciD1 01all 2 aDd 4"
year coDe.. ~u Jocaced~ instib1tions in tbt _ counties wae identified II1d ... sile for each
iDstilution wu identified. 1hc web site wu scanned. for a listinI ofproanms o!'cncl. E.acb instilutioD
which o1fen:d I health c:are provider program WI.! Ududcd. in the list (lhesc iDeludc nursinlo nwx
pnctiticlMrs. otbcn).

o This cilia wu canficured fex' WlC by • scacodint prosram.
o A total of46 providers for all nine counties were idcnLltic:d.

2. AU locatiClllS withUl tile stale with populations of SO,OOO or more were identified: PiltJlnqb city; PenD Hilla
ToWDlbip; Radiaa ciEy. AJzoooa city; BriStol Township; Bensalem Township; MIni'burl city; Upper Deby
ToMIIbip~Erie city.~ city. I.ancastcr city; AUcnlDwn city; Lower~CI\ ToWDShip; AbiDpln Township;
BedIJehan city. Plu1adclphia city.

3. GIS MedIods
o Addr I I ian the above data file identifiedunder Itep 110. 1above were poccded uaiq the $lI'ec,bos,

po dIr. 1bia~ operata wiIhiD III ATLAS GIS Ibcll Tba au ottho Iddras matehinl
r-.alliq tram the pomdina is archived in the vlriable '"code- in the final databae. A-r indicac.ela
ZJl Code ClIl1y mardi. od1cr coda iDdiCitl vWNs lC't'CIs ofaddress matehiDl- Lalitudc and loogiNde
caardiut.s wen It«Id ia tbI dalabase tor each etip"b1e provider'.

o 1bIpaimIWIn Ibm mapped usinl ATLAS GIS IDd III alpitbm coaIWCted to calaJ1a1e me distaDce
U) dw dosastpopuIaliaa c.c:ntcr with 50,000 ar more residents. Tbcse distmccs meawrecllbc distance
!aJn dill beallh enprovider to the centroiel ofeach allhc population eetlta's of50,000 or mare.

o The ca1cuWion oftile minimum distmccs WIS compwed.

4. The maximum dillll*r' of each of the locations with populatioos of SO,OOO ex' more .u computed by the
haIlsylvlDia Departuwal ot Transportation. Canopphic Inf'onnatioa Oivisioo, ••1nIqnpb Microstacion
DMip.!Ja; IIld dilPtizins boundary JUles hn existinS genera! hipw.y lCries rnapt' (approximate scale: 1 inc:b
• l raiJ.).

S, For each of the 46 elipb!e health care providers identified in step DO. I above, the i=umbc:nllOCll exchange
teleccmmunicltions company (aEe) wu identified, and lhe ILEC WlLI idcntirlCd Cor eacb Iocalian with a
population of50.000 or more.
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6. A.

B.

.' ~,

n. maximum dis\ance between the health W'C provider mel the far1bcsl point on the boundary of tht
c1osesIIOCllioa with 50,000 people was computed. Because the distance in step no. 3 cornpwed lbe
distmae between die balth care provider's locatiOll mel the centroid of the Iocatioa with 50,000 people.
lbe radius of the maximum diameter of each locatioa wi1h 50.000 pc:nonI or mare was added to \he
di5lance in step DO. 3 10 arrive at the mlliWnUDl distance.
n.mmcimam diamc:ta' ateach location with 50,000 perIOnI or more Wit deducted &'om me maximum
distance bIr:twem die health can provider and t'arthest poinl CIl the boUDduy oC &he c1olesllocation with
a papu1alicm of50,000 perIOD or more. to aniw 11 the distmce which would be subsidized tom !be
1'edInI uni\tl:nal !ll!IVice pro"'lIIIl via the mileage c:harge pnMslOll.

7. 1beT.lllllafer acb ru:c WIt canpared to the T·l ratel applicable to lbe locations wid! populatioas of50,000
or mare. IIld ID cti&rmcc:s """ft idcntiSed and quantified. For example. the local channel charse Cor T-t is higMt
ia rural areas than in urbm areas.

8. 11u= T-1 rata were then computed for each eligible health care provider based on the above step..

Tbe total additional cost for indudinl the eligible health cafe providers or the Iline additional
counda withlD the rural definition is 5475,087, or less than 1110 or 1% of the 5400 minion cap
for tile pro.,...... We believe that this recommendation, therefore, can be accommoda!ed within the
existinS prosram and will not necessitate any additional financial resources to be committed by the
FCC. We clarifY that it is imperative for the FCC to resolve this COftcern because the nationwide nual
health caR proanm is being funded from assessments on both interstate and intrastate revenues of
providcn ofintcrstate telecommunications services. Consequently, it is critical that the rural health
care providers located in these nine counties be placed on the same footing as the NraI health care
providers located in the counties that already are classified as rural.

WIurt is iMjiscal implld 011 the SchDo/s andLi6,."";a Discoullt Prog,.flItI 01 illc!"dilll tile 11;11I
additlDn," co"lIda witllin the definition ofru,.aJ1

The Subcommittee on Schools and Libraries submits the following assessment:

By reclassiftins these counties, there assuredly will be a financial impact to the annual Universal
Service Fund ofS2.2S biDion. In order to estimate this cost oCttle alternative definition, the following
rationale was used:

Schoou:
The FCC Order estimates that schools will spend 53.0 billion annuaUy to purchase the technology
services efiaible for discounts. The weighted national averale ofdiscounts is 6OO1t, thus discounts
Oil those ieMces wiD cost S1.8 billion. IfSl.8 billion is divided by the total number of schools.
113.000. theapprox. discount for each school is S15,929. Because we know that the most a school's
disc:oum can increase by rec1assi1Yina its county is 10-1'0. we can then detennine that 51.592.92 is the
avenge amount that each ofthose districts wiD benefit under the new definition. We then multiply
S1,592.92 by the number of schools in those nine counties (317) to calculate the approx. cost 12

5504,955.
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LibrQries:
The calculation is the same, assuming that $180 million is the estimated amount that libraries will
spend lD!I1IDy to purchase technology services eligible for discounts. The weighted national average
ofdiscounts is 6QO/., thus discounts on those services will cost 5108 million. If$108 millioD is divided
by the total number ofUbraries. 15,000, the approximate discount for each library is 57.200, Because
we know that the most a library's discount can increase by reclassifying its county is 10-.10, we can
then determine that $720 is the average amount that each ofthose libraries will benefit under the new
definition. We tben multiply $720 by the number oflibraries in those nine counties (55) to calculate
the approx. cost =539,600.

Theref'ore the approximate impact ofthe lltemative deDnition of ruralis SS44,55S, which has
a relatively .maUer impact on the E-Rate schools and libraries discount prognm than the
impact felt OD .tbe balth care rund. The fiscal impact is less than 3/100 or leA. of the 51.15
billioD E-Rate program.

Because these calculations were done using a weilbteci .verge, the cost is only a 100d estimate.
These calculations are h"kely to be higher than the actual cost impact on the propam because the
methodology assumes that all schools and tibrarit!S will receive a 10% increase in discounts.
However, we know that schools and libraries that fall within the two most economically
disadvantaged categories will not receive an ina-ease in discount, since there is no dift'erence between
the !Ural and utban discount fbr those two levels. A more detailed analysis olthe financial impact is
bems prepued by the Center fot Rural PA and should be available by the end of the week. If
aviiJable, the report will be issued at the July 14 Universal Service Task Force meeting.

Task Foree Rl:eornmere44tio1l
The Universal Telephone Service Task Fo~ recommends that the Pennsylvania PUC submit a
petition for waiver, or in the alternative, reconsideration ofthe rural definition to permit the additional
nine counties to be classified as rural. The Task Force recommends that this Report be anached to
the Petition submitted to the FCC, and that the Petition be filed by no later than July 17, 1997. This
Task Force did not examine the desirability or need for intrastate suppon for this or similar programs.
No party to the Task Force waives its right to develop and support its own position if'the
Pennsylvania PUC determines that it wishes to examine this issue in the future.
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